MINUTES OF THE BOARD OF SUPERVISORS
COUNTY OF LOS ANGELES, STATE OF CALIFORNIA

Violet Varona-Lukens, Executive Officer-
Clerk of the Board of Supervisors

383 Kenneth Hahn Hall of Administration
Los Angeles, California 90012

Director of Health Services

At its meeting held January 27, 2004, the Board took the following action:

S-1

Dr. Thomas L. Garthwaite, Director of Health Services, presented to the Board a
status report on Scenario Il of the Department’s system redesign plan and an update
on the issues with regards to King/Drew Medical Center, as detailed in the attached
memo dated January 22, 2004. Gary Wells, Finance Director and Fred Leaf, Chief
Operating Officer, Department of Health Services, also addressed the Board and
responded to questions posed by the Board members.

Dr. Gwen Harbert and Clara L. Yarbrough, addressed the Board.
Supervisor Burke made the following statement:

“On Friday, January 23, 2004, members of the South Los Angeles
community held a community meeting and press conference to express
the deep concern among community organizations and elected officials
over the steps being taken by the Department of Health Services to
redesignate the Neonatal Intensive Care Unit at King/Drew Medical
Center from a regional center to an intermediate. The community is
particularly concerned that this step would lead to the diminishing of
services at the hospital.

(Continued on Page 2)
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S-1 (Continued)

“In coming up with these recommendations, the Department of
Health Services’ (DHS) Task Force on Neonatal Intensive Care
reviewed, among other factors, the number of infants delivered at King
and the number of patients transferred both to and from other hospitals
requiring NICU services. DHS found that the number of births at all its
hospitals have dropped dramatically over the past 10 years, as have the
number of babies requiring high level NICU services. As a result DHS
has recommended that there be two regional NICUs and two
intermediate NICUS within the County system.

“The doctors at King, elected officials, and community members
have questioned these numbers. | have asked Dr. Garthwaite to review
these numbers as well any additional information that is provided and to
ensure that the review of this information is taken into account and he
has indicated he will do so.”

Therefore, Supervisor Burke made a motion that the Board instruct the Director of
Health Services to verify and validate the numbers that were part of the report of the
Department of Health Services’ Task Force on Neonatal Intensive Care, as well any
additional information that is provided in relation to redesignating the Neonatal Intensive
Care Unit at King/Drew Medical Center from a regional center to an intermediate center,
and report back within 30 days with recommendations for implementation.

Supervisor Yaroslavsky made a suggestion that Supervisor Burke’s motion be
amended to delete the last four words: “... with recommendations for implementation.”
Supervisor Burke accepted Supervisor Yaroslavsky’s amendment.

Supervisor Burke’s motion, as amended, seconded by Supervisor Knabe, was
unanimously carried.

After further discussion, the following statement was entered into the record for
Supervisors Burke and Yaroslavsky:

“On Thursday, January 22, 2004, leaflets were distributed in the
wards of King/Drew Medical Center (KDMC) to patients, physicians, and
staff claiming that the County was closing the hospital. The leaflet urged
people to attend a community meeting on Friday, January 23, 2004.

The theme that the County was closing KDMC was repeatedly
emphasized throughout the press conference and community meeting
held on January 23, 2004.

(Continued on Page 3)
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(Continued)

“The information that was distributed, particularly the charge that the
hospital was being closed was erroneous. Nevertheless, as a result of
the dissemination of the information, there has been an understandable
increase in concern within the local community and among medical
professionals who serve the area.

“It is imperative that this issue be clarified immediately. In response
to Federal, State, and County reviews of KDMC, and consistent with the
Department of Health Services’ (DHS) strategic plan involving all of the
County’s hospitals, DHS has initiated changes on the configuration of
services within the entire hospital network, including KDMC.

“The County’s efforts to restructure services at KDMC should not
be construed as a proposal to close the hospital; in fact, the County of
Los Angeles has made no plans to close KDMC. On the contrary, the
County’s considerable efforts at KDMC are aimed at preserving the
hospital and its vital role in the Countywide trauma network and its
service to the local region.”

Therefore, on motion of Supervisor Burke, seconded by Supervisor Yaroslavsky,

unanimously carried, the Board took the following actions:

1.  Made a finding pursuant to Government Code Section 54954.2(b)(2),
that there is a need to take immediate action and that the need for
action came to the attention of the Board subsequent to the agenda
being posted as specified in subdivision (a);

2. Reaffirmed its intention to correct the problems at KDMC with the
objective of preserving the hospital and its vital role in the
Countywide health care delivery system;

3. Instructed the Director of Health Services to continue with its efforts
to address the problems that have been identified at KDMC and to
assure that the highest level of healthcare service be provided to the
County’s patients at this and all other County medical facilities; and

4. Reasserted that it has made no plans to close KDMC.
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COUNTY OF LOS ANGELES
DEPARTMENT OF HEALTH SERVICES
313 N. Figueroa, Los Angeles, CA 80012
{213) 240-8101

January 22, 2004
TO: Each Supervisor -
FROM: Thomas L. Garthwaite, MD _ MM

Director and Chief Medical Office
SUBJECT: HEALTH DEPARTMENT BUDGET COMMITTEE OF THE WHOLE
This is to provide an update on the Department of Health Services’ (DHS) fiscal
outlook and the status of activities related to the implementation of Scenario Il of the

Department's system redesign plan.

DHS Fiscal Outlook

The attached schedule provides an update of the Department'’s Fiscal Outlook since
the last Health Department Budget Committee of the Whole of November 25, 2003.
The Department's forecast cumulative shortfall through Fiscal Year 2007-08 has
declined from $724.7 million to $655.3 million. The majority of the reduction in the
forecast shortfall can be attributed to revised assumptions regarding salaries and
variable and fixed employee benefits, increased vacancies, and anticipated
reductions in malpractice costs. Attachments A and B detail the changes in the
Department's fiscal forecast.

While the Department’s estimated cumulative shortfall in Fiscal Year 2007-08 has
decreased to $655.3 million, there continue to be a number of significant events that
could transpire that would substantially alter the fiscal outlook for the worse. As the
Department has reported previously, should DHS be unable to close or transfer
operation of Rancho Los Amigos National Rehabilitation Center or close 100 inpatient
beds at LAC+USC Medical Center by or after June 30, 2005; fail to extend cost-
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based reimbursement for the Department's clinics and hospital outpatient areas
beyond the June 30, 2005 expiration of the current 1115 Waiver or obtain Federally
Qualified Health Center (FQHC) status; and/or, the federal government re-base the
Selective Provider Contracting Program (SPCP) waiver, the cumulative shortfall could
grow to be nearly $1.52 billion in Fiscal Year 2007-08.

Additionally, there are a number of provisions included in the Governor’s proposed
budget that could have a substantial impact on the Department’s budget over the
next several years. These include an additional 10 percent reduction in certain Medi-
Cal rates and capping enroliments in various health and human services programs,
such as the AIDS Drug Assistance Program, California Children’s Services, Medi-Cal
Non-Emergency Services, and Healthy Families.

At this time, there is insufficient information to quantify the cost impact of these and
other proposals put forth in the Governor's budget proposal. Additionally, the State is
seeking a Medicaid 1115 Waiver under which it would restructure the California Medi-
Cal program. The Director of the California Medi-Cal Program has indicated that their
goal is to complete the restructuring by May 2004 and to begin saving $400 million
per year statewide, beginning in Fiscal Year 2005-06. This restructuring, which is yet
to be defined, may encompass the SPCP Waiver, which expires in December 2004
and could significantly impact the Department's fiscal outlook.

Implementation of Scenario ||

While much of Scenario Il was implemented in Fiscal Year 2002-03, there remain
several areas in which the requisite savings either have been enjoined by the Federal
District Court or have not been achieved.

As you know, the Federal District Court has enjoined DHS from closing Rancho Los
Amigos National Rehabilitation Center and the 100 inpatient beds at LAC+USC
Medical Center. As you are aware, the Rodde case is scheduled for trial in
November 2004 and the Harris case is set for shortly thereafter in January 20035; as a
result, the Department has delayed until Fiscal Year 2005-06 the savings associated
with these closures. The loss in savings associated with this one-year delay is
estimated to be $85.7 million.

The original projected savings associated with the implementation of Scenario Il
were $399.5 million. As a result of the Federal District Court injunction, as well as the
savings shortfalls outlined below, the Department is forecasting total savings from
Scenario |ll of $352.5 million through Fiscal Year 2007-08. The other areas are

discussed in greater detail below.
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King/Drew Medical Center Savings

Scenario |l assumes cumulative annual savings of $65.7 million by Fiscal Year 2007-
08 associated with increased efficiencies at King/Drew Medical Center. The
hospital’'s Fiscal Year 2003-04 target is $20.9 million in savings. As you know, DHS
has assigned senior managers from across the Department to assist in the
restructuring of operations at King/Drew Medical Center and one of the areas of focus
is on identifying further efficiencies.

The Department continues to believe these savings are achievable, however, given
the magnitude of the organizational changes occurring at the facility and the need to
make some investments in management and other areas, it is possible that the
Department may need to extend the time period for which the $25.3 million in
additional savings targeted for Fiscal Year 2004-05 are achieved.

With regard to the savings assigned to the Southwest Cluster, these targets are
expected to be underrealized by approximately $5-6 million per year. As part of the
review and restructuring of King/Drew Medical Center, the Department is looking
closely at the allocation of resources across the Cluster to ensure that savings targets
are met.

Psychiatric Services

As was discussed in the Department's last forecast, the Scenario Ill savings target
associated with psychiatric services has been reduced from the original amount of
$20.2 million to $16.5 million, which still may be too high. The Department is
continuing to work with the Department of Mental Health to negotiate an increase in
reimbursement for the provision of emergency and inpatient psychiatric services in
DHS hospitals.

Comprehensive Health Centers Consistent Staffing Model/Efficiencies

The savings targets associated with the implementation of consistent staffing
model/efficiencies at the Comprehensive Health Centers are expected to be
underrealized by about $15 million in the current Fiscal Year and about $8 million per
year thereafter. This adjustment is due to refinements in the savings estimate that
determined that staffing cuts of that magnitude would resulted in a reduction of
services, rather than efficiencies. The Department continues to evaluate this area to
identify additional efficiencies and savings.
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Public Health

Similar to the more detailed assessment that was conducted of the viability of the
comprehensive health center reductions, the Department concluded that the original
savings estimate for Public Health would result in reductions in service, rather than
efficiencies. As such, the Public Health cumulative savings targets are expected to
be approximately $1-2 million less per year than the targets.

Office of Managed Care/Community Health Plan

As discussed in the Department’s previous forecast reports, outstanding issues
related to the applicability of language in L.A. Care Health Plan’s enabling legislation
pertaining to the recognition of the County’s current Memorandums of Understanding
with its labor unions continue to contribute to delays in completing negotiations to
establish an agreement between the two entities for the provision of administrative
services to the Community Health Plan (CHP).

In the meantime, to ensure the continued viability of the CHP, the Department
restored $8 million in funding for CHP for this fiscal year and L.A. Care Health Plan
has funded a management consultant to facilitate efforts to strengthen the
management and structure of CHP and enhance its operational capacity.

Conclusion

As has been discussed previously, the Department fiscal outlook is extremely
variable. There remain a broad range of outstanding federal and state actions that
could substantially impact the current budget shortfall over the next several years.
The Department continues to work aggressively to achieve the savings identified in
Scenario Ill, and | will continue to keep you apprised of these activities. Please let
me know if you have any questions.

TLG:ak
Attachments
c: Chief Administrative Officer

County Counsel
Executive Officer, Board of Supervisors



WY SE L1 P02
woonna easulspe (W) Lruwiwnsyoonnofssaiboidunuom pg-goAnpreanioon saloidyaaxayiw

‘uonnjosay jabpng |ejuswaiddng $0-£0 A 8Y) Ul PapnU| 8dUBRq PUNY B LES BUN 559 WE +EES JO souejeq punj BuiuuiBag e speyey (H)
‘uopnjosay 18Bpng [ejualwelddns £0-20 Ad BU) Ul papNOUI B3UR(Eq PUN) NE'SFZS BU) SS8) WE'99E$ Jo soueieq punj BuiuuiBag e spayey (9)
‘sjuauiuianch [erapad pue aielg ay) yiim uo paysom Buiag Ajusun siesodosd Ayiqixay HSa pue uswajddns aieo pabieuew Aq pascidw Ajjequajod ale sjunowe ssay] =)}
NoonQ (e9sl4 sjuswpedaq sy Buiprebal Auiepaoun yueoyubis sjeass esodold JBIRY PIBIIPSYY S USPISald SU) pue 'uoneyul aleayyeay Bueiajanse ‘sjaBpng [eispad pue ;1218
aumny ‘sBuiaes (|| oueuadg a3y} Jo UoBEZRAL ||INj 8UY) UBypng ‘SanuaAa: plealpap SHA Auno) sanpas jaypng pinod jey) ‘sindwod o} ja4 sey 81els Ul Yaiym 14N olulp [eydsoy-uou e osfe sl aiey| ‘WO '861$ se ybiy se ag pjnoo
anjen sy} 'pauawidwl A|Ing st 1 8uy UaYA\ "sAoge ay) ul pejoajad jou aue pue ‘Agaladsal 'gp-L0 PUE L0-90 '90°50 SAd JO) WL'Z9LS PUB W6 PZIS ‘NS L6$ 38 ‘NI'FLES Duleio) suonanpal pajewnsa asayl spAa)
£0-Z0 Ad WoJ) S3NUSAS) PIEAPSIN O SUONANPa) U) Jinsal o) pajewlsa st ualoe [enusiod siy) jo SHA AunoD uo pedwi syl "90-50 A4 Buluubaq (dn) 1w wswhed Jaddn preaipay ey eseq-ai, Aew SO 'SHA !1|IS Jed  (3)
‘Ajangoadsal 'go-L0 PUE 'L0-90 '90-50 S.Ad JOf WB'EYS PUE WL 'DOS ‘W8 LSS Aq BUIRSD IM |IoBq SL6 BY JO J8U 'SanuaAal DYED 'S00Z ‘0E BuNnr Jeye ajqeiear jou st OHDAONBI I (Q)
‘aniasal punyisna L 96S ey jo asespl sppalEy (D)
‘pauleial aq o) Ajqixey HSQ adinbad Aew SIE|IOp 1dN/d0dS PO-€0 Ad 3Ul o woozs @ dn  (g)
‘90-60 A4 Ubnaiy papusixe Ajuo yoiym ‘ue|d oiisjens SHQ ZOOZ 2UNl BY) JO} S9NUBASI LCIEZ|IEIS [BISY BU} auluusjep o] pasn jsanbay jueub ¥ooq piedipap %06 [euiBuo ay) woly suonejodegxa 8ie SJUNOLWE asal| (w)
120png v0-£0 Ad 24} Ut papniou| Apeadje i ysium jo uood s Jeadk jualind ay) ‘(luswsmag unsmen Jusheding auy Jo uoisod [e1apad au) pue ‘559 §S UsABM 1dNIdDdS 'g ainsesly) Ajejeiedas umoys Ajsnomasd senuaaal sapnpu|
‘ajnpayos siy} vo seadde L usecp ‘sicjalay) ‘pus awp u) ywod sy 1e aseq 186png £0-20 A4 2U) U) ApEaJE SSIDUSIYe BIE SIND A3IASS £0-Z0 A JO UDIIL 805 BY |

Attachment A

.

.

001LNO TvISid OL S310ON
(e'ss9) ¢ (e'ssa) & (e2vz)  § 1’88 $ L'¥9€ $ 5’18y § 6'¥8¢ § (IejHoys)/eauReg puny pug Jeaj sAnenung pasiaay £l
VIN (67g¥) (6'gt) (66y) (1at) = - aoue[eg pund 1ea ) |easi4 Buuuibag o) poeduy -z
(6°G¥) $ = $ » $ = $ (982 s (reb) $ - $ 500z ‘1 Ain o) uononpay pag 00| Jeluag [eapep OSN+OYTBlea (Ll
(rgoa) § (v's09) § (rroz) 8 ovEL $ o0L¥y $ 9'l6¥% $ 6'¥8¢ $ (iespoys)/@oue|eg pund pug Jeej aApenwng pasiaay 0L
YIN (z'so1) (z'so1) {z'soL) (5'8p) - - souBjEg pun4 1ea ) [Basi4 Buuubeg o) joeduy g
(zsol) ¢ ” $ - g = 5 (£'g8) $ (5'6¥) g - § S00Z '} Ainr o) (spaq |61) @nsolD oyouey Jeeq g
(zvos) § (zvos) &  (z'9s) § T'BEZ $ 8518 § L'LYS § 6'v8¢ $ i (lEfHOUS)@OURIEE PUNd puT Jea) aAne|NWND L
= - Z'6e2 8’618 LLPS wp HESE o 012 aouejeg pund Jeay easi4 Buuubag g
(Zyos) ¢ (zvos) ¢ (vsee) ¢ (ooze) ¢ (EE) 8 o¥6L & 6€9Z 8 wig (EIHOUS)sNiding Jsedaloy g
@ (g08) w 615 o 5L o +O6k @ 825 6'€92 = sjepdn jse28i04 ¢

(A4 Aq |ieoys KiereBpng 1oN)

(beww't) & |wezw &, (€z80) § (g1se) ¢ (biz2) §  (ees) (sjou s8s), 111 oueusag puny diay o) jsanbey enuarsy uonezZiqelS (easid (euiBLO g
SIGE 2iZE g9z (sj0u B8S), spun4 uoneufisaq Jo as) / SUONINPaY (|| OUBUSDS T
(veor) § (zevs) §  (99ze) 8 Z00Z ‘9z aunr jo se jpyagysniding 7y

(1) (vioL () /80-200z  (S)/i0-9002  (p)/90-G002  (£)/S0-v002  (2)/¥0-EQ0OZ  (1)/E0-200Z # Bur]

SNIWNT02D / SHYIA TvISId

(NOILNI0S3Y 13DaNA8 TWANIWITddNS $0-E0 A4 NO Q3SYE SNOITTIW NI §)

¥002/02/10 - MOO1LNO TVvISId

SIDIAGIS HLTVAH JO INFWLHYHIA - STIFONY SOT 40 ALNNOD




Attachment B

AL voOIARIL
e ) £
“PO-€0 A< LUOY UOI|IL G LZES - UOII(IL G LBYS SI SO-F0 Ad Ul UD|[IiW 0§ LS By} ‘ajdwexs Jo4 “Jead |easy Joud ay) WoJ) 15e9:0) auj Ul abueyd aanenwnd ay) juasaidas sjunowe asay) Ty
‘BujoBuo aq o) pajosdxa jou ase pue Jesk Juaund sy ul sabueyd awn-auo o) pejeias Auewud aie sjunowy uoyIw &' $ Jo paysp e Buiejol sebueyo 1syjo pue 'snuaaal
21E2Ipa| PUB [BD-Ipajy 0) pajes) Ajuewnd uoniw |'gL§ Jo snjdins Jeak Joud ‘Guipusds seiddng g ssoines pajedionue uey) ssa)| 0} paje|al Ajuelud uoyiw 072 L$ Jo snidins JesA juauna sjussalday g
‘BAOGE LMOYS UOIIIL £'05S SU} JO pea)sul
uol|il G'EZ1$ 10 B0-20 A< YBnouy) jorduwi (230} € 10} 'Al@Anoadsal 'go-20 UBNOIL #0-E0 S.A4 JO) WG'SES PUe 'WE'EZS 'INS ¥2$ 'WE'ELS 'WE'vLS SB uBly se aq Aew 47A utuoonpal syy 'OvD 3y iad @
‘paseq-al 8q Jou |IM JBABM dDdS Y} PUB 'G0-#0 Ad puokaq Jead yoea Joj papuajxa aq ||m DHED 'S00Z '0€ BUN PSSO 8q [jiM $pag 00} DSN+OV 1 PUB DYN Sobjwy S0 oyoueY sauinssy ()
SSIoN
(ecgo) ¢ (egge) ¢ (ewz) ¢ 188 3 Ly9E S sigr  $ ¥00Z ‘0z faenuer - (lejuoys) / aouejeg
pung pug-iesj aanenwng pajewysy \ PESIARY (g7
- w EEL w 959 o 995 ) O0PSH - pIEMIO)-||0l (uononpal)juawaacidil jsesala (zz)
81 (£g) (L2) (et) el ) 908 IO / £00Z '} J2quesaq uo paneoal [SEds] Sy juenma u abueyn (1z)
‘€002 m EEBS uo paniadal 9SN+Iv
- - - - (VAL:)] e WO} §3JBLLINSS UC. Paseq 50-v0 O} #0-E0 Ad WO S1S00 PNT/UOHISUEIL JSN+IV | 84) Jo uoiyod e iajsuel) (gz)
‘E00Z 'L 12quwaoas( uo s|endsoy
ol - - - - 9} ay) Aq papiaosd sajewsa Lo paseq Jeal [Bosy Juaung ay) o) ay) isnlpy (a1)
sanbay 196png SHA G0-¥0 Ad 8Y) Uo paseq gQ- 3 A 8sea.ou| Eu £00Z '€ Jaquiadaq uo
Ll (se) (g'e) (ge) (ge) 254 peAiaoal podas s,UBLLIBING "i] U0 PasEq Jeak [EISY JUaLIND B} 10) S}S00 USWEbEUER aainosay | {a1)
LT - Lo 10 £l ‘v00Z ‘g Auenuer uo saamag Buiuueld saniioe4 yijeaH Jad sisod 98l0I0 [ENdED 8seainaq (1))
43||0HUOD-10UPNY
] - - - - ] ay) Aq paunbay se Bununodoe Siseq (erUose o) s1Seq Yseo woyy abueyd swi-auo 10} SAUaAST soueansyg) 1snipy (g1)
goL 0¢ L8 0e (L'z) - 'E002 'L 48quuataq uo sweibold [eosid sad Buipun) G55 G5 1SnlPY (51)
isanbay 196png SHA §0-F0 A4 BYi UC PaSE] PIEAIO) PUE GO-P0 Ad PUB
(8vi) (L'p) (o'F) (8¢ (gzh) 0oL £00Z 'zZ Jeqwads( uo panaoal sjewysa sad sead [easy juauno sy} Joj Buipuads SWSJSAS USHEULCIU] YSH 1SNIPY (b1)
"£00Z 'Z1 JBqWIBAON U0 JuBwSHeURK YSIY
gal 12 [ (B4 12 zB OVO woyy paaiadal suofoslord pajepdn uo peseq piemio) pue S0-+0 S,A4 J0) $}s0D SaoRIT[el [E3Ipatl 3anpay (g1)
€002
oz1) (0g) (0s) (¥'v) (ze) 90 ‘1| Jaquasa(Q uo PaAIR0a) SIUSWRSINGWISY B SIPNY Weibald Wwoy paniaoal SejeLusa uo paseq 3IE3peN 1snipyY (z1)
(z'12) (e'g) (e'g) (g'5) (eg) * $00Z ‘T Aenuer uo S4O woy pansdas uoneuloju) tad s180a (SJ0] ASIES JNqNd JO 300 3SB210U| (14)
oG - - - 0'9k ‘E00Z "2} $2qWS0aQ U0 JB|joNuoD-I0NpNY au) jad FAUETEq puny STl gHD Buiuiewss ppy (o1)
¥00z ‘gl Aenuer
@ (£08) @ (902) @ (gl @ (0ol) @ (B9 @ - uo 0D 8y Jad 50-¥0 A4 1 BuluuiBag %1 0) %z Uiol) 5357 95001 SoIaA Ul yimalB |enuue papalosd sanpay (g)
wswabeuep snusaay pue ‘ucnensiuwpy spoafold eudes
'saoinosay uewny ‘uawabeuely sanoed 'Buuojuop pesu0) pazienuad uawsbeuey AlenD % SIUBLLIONS
(zL8) (9°2) (w2 (zy (o'gh) - ‘swajsAg [eaipapy Aousfiswsy Buipnpu) jsanbay 186png SHA 5090 A4 Sy Ul TUSLHISEAUT SIMOTUISE U] @SB310U] (g)
(08) . 2 (og) £ ‘§00Z '0€ Bunr o) D 10 BURINOSING ayl Jaj2a (1)
(el - - - (LeL) - ‘5002 '0€ 3unr 0} SPaQ 00+ DSN+0V 130 aInsop alj J8jaq (g}
{£58) - = = (£58) - ‘5002 '0E SUnf o
1sanbay 1abpng SHA S0-¥0 A4 84} UO paseq PIEMIO) PUB SO-p0 Ad PUB £00Z
L0l [} (A 1L Ll €9 'L£ 4290390 4O se suopoalold pajepdn uo paseq Jeaf [Bosy JuaLna ay) Jo) 5100 SEUSG SaA0jAIIS Paxy 20NPaY ()
1sanbay jeBpng SHA S0-¥0 Ad 8U) UO paseq piemioj PUE Sa-p0 Ad PUB £00Z
8BE z5 AL -] g g'ol ‘¢ 52qoyoQ 4o se suonasioid pajepdn Uo paseq Jeak [B2SY JUSLND By} o) 51500 SIS SaA0jdLIS S[qEleA 8anpay ()
‘O Jed premio)
pue £00Z Alenuer o) V10D %E SaWnssy '£00Z ‘9l 18quisda( JO LONoe PIEDE UO PASE] §O0Z AIENUEP PUB GOOZ
5.zl g9g Lsg gLE 8ET - Aenuer uo %62 01'50-p0 A Ul BuluuiBaq Jead jeosy Jad % woy YI0D §3 S|deENeA PUB AJBJES palunsse aonpey (z)
(Lved) & (Lvzy) 8 (90ze) 8 SZe $ ygoe § 628 8§ £00Z 'Lz 1200390 - (||ejuoys) / 2ouejeg
pund puz-iea) aA(lenung pajews3 pasiasy (()
{201 80-20 Ad 20790 Ad 90-50 Ad S0-#0 Ad ¥0-£0 Ad

SUDYIN Ul § / JB@ A [Basid

P00Z '0Z AHVIINYI HONOYHL €002 'LZ H3BOLD0

MNOOTLNO TVISI4 SHA IHL NI SFONVYHO 40 AUVYINWNS
SADIAHIAS HLTYIH 40 INIWLYYCIA - STTFONY SOT 40 ALNNOD



Attachment C

DHS Fiscal Outlook

Attachment D provides an update through January 20, 2004 of the Department's Fiscal
Outlook. Attachment E is a high level summary of the key developments, and their
fiscal impact, since our last update through October 27, 2003. The estimated
cumulative shortfall through FY 07-08 has decreased from $724.7 million to $655.3
million. In the event that any of the following three events transpire, they could cause
this estimate to increase once again, as follows:

$ In Millions

Estimated Cumulative Year-End Fund Balance/

(Shortfall) as of January 20, 2004 $( 655.3)
--Inability to Close/Transfer Rancho and Reduce

LAC+USC Beds by 100 on June 30, 2005,

or thereafter. ( 308.2)
--Inability to Extend CBRC Revenues (or obtain FQHC

approval) Beyond Current 1115 Waiver Expiration

(June 30, 2005) ( 182.3)
--Federal “Re-basing” of SPCP Waiver (__374.6)
Potential Estimated Cumulative Year-End Fund

Balance/(Shortfall) as of January 20, 2004 $(1.520.4)

*  Estimated net loss after AB 915 backfill.

DHS, along with the CAO, County Counsel and the County's Legislative Strategist,
continue to pursue preventing these three events from transpiring.

Also, as mentioned in the Governor's Proposed Budget, the new State administration is
seeking a Federal 1115 Waiver, under which to restructure the California Medi-Cal
program. We were advised by the State's Medi-Cal Director on January 16, that the
goal is to complete the restructuring design by May 2004 and to begin saving $400
million per year Statewide beginning in FY 05-06. This restructuring, which is yet to be
defined, may encompass the SPCP Waiver, which expires in December 2004, and
could have a major impact on the Department’s Fiscal Outlook.

Further, the Governor's Proposed Budget includes a large number of items, which are
largely unquantifiable in terms of potential impact to us. We will continue to monitor the
progress of these and advise the Board of significant developments.

01/23/04
(DHSFISCAL OUTLOQKE)



Attachment D
COUNTY OF LOS ANGELES - DEPARTMENT OF HEALTH SERVICES

SCENARIO Il SUMMARY (PLANNED VS. FORECAST SAVINGS)
FISCAL YEARS 2002-03 THROUGH 2007-08

(8 in millions)
Board Planned Status PLANNED SAVINGS - LINE #. VS.
Line # Decision  Implementation as of FORECAST SAVINGS - LINE#. A,
Lina # A Date Date lz22/03 2002-03 2003-04 2004-05 _2005-06 2006-07 2007-08
HOSPITALS
1 Planned reduction of LAC+USC 100 beds 10/02 05/03 § 2.000 s 16100 § 29800 $ 31800 § 34100 $ 36500
1, A Forecasi savings Unceain dus 1o b) (c) (<) 31.800 34,100 36.500 (q)
praliminary
Injunction
2 Planned LAC+USC efficiencies 10/02 o705 - - - 20.100 20,700 21,300
2.A Forecast savings - - - 20,100 20.700 21.300
3 Planned 16% efficiencias at MLWD o0&8/m2 05/03 2.800 20800 48200 61.800 63.800 85.700
3 A Forecast savings 07103 (b) 20.900 48200 61.800 63.800 65.700
4 Planned closure of RLANRC or alternate 10/02 & 07104 - 58,600 (p) 64.800 70.400 77.400 85.000
govemance 08/03 _
4 A Forecast Saving (e} - - 2100 (c) 8.100 (c) 70.400 77.400 85.000
8. Pianned conversion of HOH 1o a MACC 06/02 05/03 1400 9,800 11,100 12.500 14.100 16.000
B A Forecast Saving (e) 07/03 {b} 10.260 11,620 () 13,080 14.760 16.750
7 Planned capilal cost avoidance at HOH De/02 07102 - 2.000 0.900 : - -
T A Forecast Saving (8) - {a} - - - - -
8 Pianned restructure of psych services 10/02 10/02 - 0.200 20.200 25.300 29200 33.600 38.600
B A Farecast savings (&) - - Negotabons 0.250 16.479 (h) 13.050 B.550 6.740 6.950
angaing
COMPREHENSIVE Hi S
8. Planned CHC efficiancies 10Mm2 0503 3.700 23.300 24000 24 600 25300 26 100
9 A Foracas! savings (g) GTH3 (b) 7.946 16480 {f) 18.970 17.480 18.000
HEALTH CENTERS
ras
10 Planned closure of 4 heaith centers 0802 1002 6.300 8.800 9.300 9.700 10.100 10.500
10 A Forecast savings 10/02 6.300 8.800 9,300 9.700 10.100 10.500
Coastal Area
11 Planned closure of 1 health center 06/02 10/02 1.000 1.400 1.400 1.500 1600 1.700
1A Foracast savings 10/02 1.000 1.400 1.400 1.500 1.600 1.700
Southwest Arsa
12 Planned closure of 4 heaith centers pa/mnz 1002 12,700 18.100 18.700 15,400 20.200 21.000
12 A Forecas! savings (e) 10/02 7.400 12.985 13.020 (f) 13.500 14,060 14 820
Fe do Valiey &
13 Planned closure of 2 health canters 0a/02 10/02 3.200 4.500 4.700 4,800 4.900 5.000
13 A Forecast savings 10002 3200 4.500 4.700 4.800 4,900 5.000
Antslope Valley Area
14 Pianned 5% afficiency from AV/OHS 05/02 1002 0.030 0200 0.200 0.200 0.200 0200
Partnership
14 & Forecast savings 10/02 0.030 0,200 0.200 0.200 0,200 0.200
OTHER
18 Planned PPP visit reductions 08/02 08/02 12.500 15.000 15.000 15,000 15.000 15.000
16 A Forecast savings o802 12.500 15.000 15.000 15.000 15.000 15.000
20 Pianned Public Health reductions 0e/02 10/02 6,700 9200 8400 8.700 10.000 10.300
20, A Forecast savings 07102 7.500 7.730 7.960 () 8.200 B.450 8.700
2 Planned comract out of OMC Admin oe/02 05/03 2.300 (B 8.000 8,000 8000 8.000 8000
21. A Forecast Saving (e) Negatutors 2,300 - - 8.000 8.000 8.000
ungamg
22 Planned cestravanue adjustments (m) 102 07103 - 25.700 41,800 38.800 38.600 3B8.600
SCENARIO Il PLANNED SAVINGS TOTAL (n) $ 56.830 § 240.800 $ 308.500 § 357.500 § 377600 § 389.500
LESS: FORECAST SAVINGS AS OF 12/22/03 40 480 (o)___ 141110 189.630 320410 335.890 352,620
SAVINGS SURPLUS / (SHORTFALL) $ (18.350) § (99.880) $ (119.870) § (37.080) § (41.710) § (46.980)
LESS: COURT ORDERED ENJOINED SAVINGS - 8560 8550 . - -
ADJUSTED SAVINGS SURPLUS / (SHORTFALL) $ (16.350) §_(34080) § (34370 $ (37.090) § _(41710) $_(46.980)

Page 1ofZ




Attachment D
COUNTY OF LOS ANGELES - DEPARTMENT OF HEALTH SERVICES
SCENARIO [l SUMMARY (PLANNED VS. FORECAST SAVINGS)

FISCAL YEARS 2002-03 THROUGH 2007-08
(§ in millions)

Notes:

(&)
(B)
L]
(e
(8}
n

@

)

U]

U
(k)

U]
{m)
(n)

{e)
(P
(@)

From projected budgets compared with FY 01-02 service level for each year.

The savings projections ofiginally projected in FY 02-03 have been covered by the surplus from DHS' FY 02-03 operations. DHS' FY 02-03 final surplus was $263.9 miliion.

Panding outcome of the litigation. This estimate will be updated when more information Is available. $9.1 million for Rancho represents the difference between $58.6 million accelerated Rancho closure
savings and $48.5 million 191 bed FY 03-04 variable net operating cost _

Proposed and implemantad undar the January 2002 gic plan, Therefore, these savings were already included in Health Services' June 2002 fiscal outiook.

Rewvised savings as ol January 20, 2004

The revised savings smourts for FY 04-05 and forward are calculated based on the ratios between the original savings and the revisad savings for FY 03-04,

The CAQ has suggested thal DHS utiize the savings from the DHS funded projects in order 1o meet the targeted savings as outlined in the Proposed Savings Plan for HDH Capital Cost Avoidance.
According 1o the CAQ, the savings from the HDH Capital Cost Avoidance is nol a savings to DHS

The CAD Supplemental Budget Resolution includes an increase in net cost of $5.7 million for psychiatric services restructuring to reflect a revised budgeled savings amount of $10.5 million (original
budgeted savings of $20.2 million less a $9.7 million increase in nat cost equals revised budgeted savings of $10.5 million) for that restructurning. (DHS s only targeting a 53,7 million reduction, original
hudgeted savings of $20.2 million less a §2.7 million increase in net cost equals revised estimated savings of $16.5 million) In their Fiscal Outiook to reflact patential positive negotiations with DMH,
Bacause (his action ltam was proposed and impiemented under the January 2002 Strategic Pian projected savings are not refiected in Seenario |Il totals, However, Health Services estimates savings of
$8.0 milien annually. of which $5.8 million for FY 02-03 was initially included in its June 2002 fiscal outiook. Additionally, the entire $8.0 million annual savings was subsequently included in its FY 02-03
budget

Since this action ilem was proposed and implemented under the January 2002 Strategic Plan, projecied savings are nol r d in Scenario |ll totals, Additionally, Health Services did nol include estimated
annual savings of $5.0 million in its June 2002 fiscal outlook. However, Health Services' subsequent fiscal forecasts, and its FY 02-03 budget, reflect the $5.0 million annual savings.

Reductions depandant on facility reductions that are uncertain due to prefimiinary injunction and ongaing negotiations for 100 beds Reduction at LAC+USC, Closure of Rancho, Restructure psychiatnc
servicas, and Contracting out Office of Managed Care (OMC) . Therefors, Health Services did not project savings for these proposals.

OMC is meeting the $2.3 million farge! through existing FY 02-03 operational savings, aven though the contracting out to LA Care has not happened yet

Costiravanue adjustments refer 1o revenues genarated by faciiities to be clased, which can still be collected by Health Services and distributed acrass the system.

Excludes ane-lime expensas such as costs associated with layoffs, facility closure costs, and facility transition costs. Health Services has not yet completely identified or quantified these costs but proposes
that they could be partially paid for with Tobacco Settlement funds.

The revised Scenario Il total excludes those ilems that were covered by surplus/savings from DHS' FY 02-03 oparatians.

Althaugh not onginally in Scenario |Il of the June 2002 DHS Strategic Plan, the Board approvad a one-year acceleralion of the Rancho savings on 06/23/03.

Does nof take into account the epening of the LAC+USC replacemant facility on July 2007
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